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CPAs provide advice on the tax effects of
various types of business organizations, such
as a sole proprietorship, a partnership, or a
corporation.

Personal financial planning
As personal financial planning advisors,
CPAs help small business owners make the
right financial planning decisions by analyzing
their overall financial and tax situations, help
ing them devise estate plans and plans for
retirement, assisting them in developing an
investment philosophy, and more.

Adding value to the small business
CPAs make small businesses their business.
They approach each set of business, tax, and
financial problems with objectivity. They work
with small business owners to find solutions to
these problems and to ensure that companies
are meeting their objectives. CPAs are prepared
to help the client recognize and deal with a
variety of business situations.
Whether small businesses are just getting off
the ground or have been established for some
time, CPAs can help put them on the track to
profitability.
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The CPA
as Advisor
to Small
Businesses

More than three hundred new small businesses
open their doors every business day in the
United States. Their ability to survive depends,
in large part, on the effectiveness of their
financial plans. Certified public accountants
(CPAs) are the business advisors who assist in
the development and implementation of finan
cial plans that translate into success for small
businesses.
CPAs are professionals, distinguished from
other accountants by stringent licensing
requirements. They must have a college degree
or its equivalent, pass a rigorous two-and-ahalf day national examination, and meet cer
tain experience requirements to qualify for a
state license. Once licensed, CPAs are
governed by a strict code of professional
ethics.
CPAs’ technical knowledge, training, and
business experience enable them to help small
business owners find solutions to their day-today problems. For example, CPAs provide
accounting and financial services on an ongoing
basis, review and make recommendations to
improve internal accounting and administrative
controls, help businesses secure loans, and pre
pare cash flow projections that show how the
loans will be repaid. CPAs also provide advice
to owners on problems unique to the industries
in which their businesses operate and help
them make informed business decisions.
By providing accounting and auditing ser
vices, business advisory services, tax services,
and financial planning services, CPAs help
small businesses prosper and face their compe
tition with confidence.

Accounting and auditing
Many small businesses fail because the
owners did not have timely, accurate financial
information on which to base management
decisions. CPAs assist small business owners in
obtaining that information by:
• Performing audits of financial statements.
• Reviewing and compiling unaudited financial
statements.
• Developing formats for regular monthly or
quarterly reporting.
• Helping to analyze operating results.

Consulting services
Depending on the needs of the small business
owner, the CPA can provide:
• Suggestions for cash management.
• Evaluations for risk management (insurance).
• Valuations of a closely held business.
• Designs of compensation and benefit plans.
• Installations of microcomputer-based
accounting systems.
• Development of plans for family business
ownership succession.
• Assistance in obtaining financing.
• Recommendations on mergers and
acquisitions.
• Analyses of information needs.
• Assistance in ensuring compliance with
government regulations.
In addition, CPAs help small business
owners monitor and reduce production costs,
control inventory, and develop marketing and
pricing strategies. They also provide financial
analyses, including evaluation of economic
projections and long-range planning objectives.

Tax services
Ever since the first federal law on income
taxes was passed in 1913, CPAs have been
extensively involved in tax matters. CPAs keep
abreast of changes in the increasingly complex
tax system and can provide expert tax advice.
CPAs help small business owners with tax
compliance, keep them aware of tax law
changes, and help them choose among the
available options and provisions. They prepare
business income tax returns, as well as sales,
payroll, and franchise tax returns. CPAs also
represent their small business clients before
the IRS if necessary.
CPAs play an equally important role as tax
planners. In this capacity, CPAs advise small
business owners on the tax implications of
proposed transactions and provide assistance
in overall planning. Most business decisions
have tax ramifications. CPAs help small busi
ness owners understand how transfers of
ownership, changes in inventory procedures,
acquisitions and mergers, and other transactions
can affect their taxes. They can also answer
day-to-day tax questions about depreciation,
contributions, installment sales, and other
specific tax problems.

